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RESPONSE TO DEFENDANTS’ STATEMENT OF FACTS

Plaintiffs respond to Defendants’ Statement of Facts in Support of Defendants’ Motion for

Summary Judgment as follows:

1.

Undisputed

2. Undisputed
3. Undisputed
4. Undisputed
S.
6
7
8

Undisputed

. Undisputed
. Undisputed

. Undisputed that section 1.4 of both agreements describes the launch pad as “publically

available” but otherwise disputed because Plaintiffs contend that the launch pad is
essentially private due to its use restrictions and the fact that World View maintains
exclusive control over the launch pad. See Spaceport Operating Agreement § 4, attached
to Defs.” Statement of Facts in Support of Defs.” Mot. for Summ. J. (“DSOF”’) as Exhibit
4. This dispute is not a material issue of fact, however, but instead raises a legal
question regarding whether the contracts actually grant the public sufficient access and
the County sufficient control as to render the launch pad “public.”

Disputed that World View is required to operate the launch pad “as a public facility.”
This dispute is not a material issue of fact, however, but instead raises a legal question
regarding whether the contracts actually require World View to operate the launch pad as

a public facility. Undisputed as to the rest.

10. Undisputed

11. Undisputed

12. Undisputed

13. Undisputed



14. Undisputed

15. Undisputed

16. Undisputed that World View has exceeded the average annual salary requirement of
$50,000—if that is what is meant by the statement that “World View’s payroll has
exceeded the requirement” but disputed to the extent that World View has not
maintained 100 FTEs as required by section 4.1.1 and line 1 of Exhibit E of the Lease
Agreement. This dispute is not a material issue of fact, however, as the parties have not
asserted that this contractual requirement has a market value that is relevant to this
litigation.

17. Undisputed

18. Undisputed except as to the figure of $1,235,000, which is a rounding error by Mr.
Bradley. The original number is $1,235,688. Thus, it should be rounded to $1,236,000.

19. Undisputed

20. Undisputed

21. Undisputed in part. Disputed to the extent that Exhibit 13 does not refer to concessions
but not a material issue of fact.

22.Undisputed in part. Disputed to the extent that Exhibit 13 does not refer to any value that
Mr. Bradley did or did not assign to the launch pad but not a material issue of fact.
Taxpayers acknowledge that the statement about roads and sewer lines is the County’s
opinion. However, Mr. Bradley clarified that the launch pad indeed has a value to World
View despite it not having value in the market. See 6/17/19 Bradley Dep. attached hereto
as Exhibit 1 at 76:24-77:23.

23. Undisputed to the extent that the County’s summary of the deposition excerpts are
essentially accurate. However, disputed to the extent that the excerpts ignore the context
of Mr. Bradley’s estimate of the “net future value of the subject property at the end of the

encumbering lease.” DSOF Ex. 15 at 1. The County chose to give its reversion to World
2



View, something Mr. Bradley has never seen in the market. There is no market for
reversions because developers/investors always receive the reversion at the end of the
lease. In this case, there is no reversion because World View can buy the property for $10
at the end of the lease. The property itself has value at the end of the lease, and that is the
value Mr. Bradley estimated. He did so because World View receives that value at the
end of the lease. Thus, Mr. Bradley’s statement that there is no market for reversionary
interest is irrelevant to this situation.

24. Undisputed

25. Undisputed

26. Undisputed

27.Undisputed

28. Undisputed

29. Undisputed

30. Undisputed

31. Undisputed

32.Disputed but not material as to the phrase “so that the present value of rent stream
under the Lease-Purchase Agreement would probably be similar to the present value of a
stream of market-rate rent.” Taxpayers do not agree that this statement accurately
represents Mr. Baker’s statement.

33. Undisputed that Ms. Campagne performed these calculations.

34. Undisputed

35. Undisputed

36. Undisputed

37.Undisputed



STATEMENT OF FACTS
1. World View is a for-profit corporation that serves “commercial customers around
the world” and seeks to initiate “private space exploration.” World View intends to charge

$75,000 for said private space exploration. https://worldview.space/about/#overview; Oct. 26,

2015, World View Press Release attached as Ex. 2 at 2.

2. On January 19, 2016, the County executed two agreements with World View: the
Lease Agreement and the Operating Agreement. DSOF EXxs. 3 & 4.

3. The Lease Agreement required the County to construct a build-to-suit facility
customized with furniture, fixtures, and special equipment so that World View can manufacture
its balloons. DSOF Ex. 388 1.1, 1.3, 5, 5.2-5.7; DSOF Ex. 10 § 4.

4. It also required the County to do so on an accelerated timeline because World
View’s decision to remain in Arizona was contingent upon the completion of the building by the
end of the year. DSOF Ex. 38§ 1.3, 1.7.

5. World View exercised substantial control over the entire process. DSOF Ex. 3 8§
5,5.2-5.7; Jan. 9-10, 2016, Email string between J. Moffatt and C. Huckelberry attached as Ex.
3; Dec. 23, 2015 Letter to C. Huckelberry from J. Poynter attached as Ex. 4; Nov. 2, 2015,
Memorandum to T. Burke from C. Huckelberry attached as Ex. 5; Oct. 23, 2015, Letter to J.
Poynter from C. Huckleberry attached as Ex. 6.

6. The Lease Agreement also allows World View to purchase the building for $10 in
17 years, a building worth at least $14 million and which at that time will have at least 30 years
of remaining utility. DSOF Ex. 3 8 6.3 & Ex. C; PSOF Ex. 1 at 83:13-21.

7. World View agreed to make lease payments on the building and to hire full-time
employees. DSOF Ex. 3 §8 4, 6.

8. The Operating Agreement required the County to custom-build a launch pad to
World View’s specifications—so that World View can launch its balloons—in exchange for

World View’s operation and maintenance of the pad. PSOF Ex. 4 at 2; DSOF Ex. 4 § 4.
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9. The County borrowed $15,185,000 to fund the World View building and launch
pad. The County will repay $19,444,134 (which includes interest) over 15 years. Oct. 28, 2016,
Answer § 3; DSOF Ex. 24 at 16, RFA 7; DSOF Ex. 7.

10.  The County has restructured its existing public debt, which relies on public
facilities as collateral, to obtain $15,185,000 from the U.S. Bank National Association (“U.S.
Bank™). Answer § 3; DSOF Ex. 24 at 16, RFA 7; DSOF Ex. 7.

11.  The County will repay this sum, with interest, through “rent payments the County
makes on the [County’s own] facilities” over the course of 15 years. Answer § 3; DSOF EX. 2 at
4-5; DSOF Ex. 7.

12.  The County has issued Certificates of Participation, Taxable Series 2016B
(“Certificates”), in the principal amount of $15,185,000. Under this financing mechanism, the
County makes rent payments on certain public facilities to U.S. Bank, which holds either fee
title or a leasehold interest in the County facilities. Answer { 3.

13.  The County stated that it is “front-ending the capitalization of the [World View]
building and facilities” and that it will “finance this facility.” DSOF EX. 2 at 4-5.

14.  World View promises to repay this sum, with interest, “through annual lease
and/or rent payments” to the County over the course of 20 years. Id..

15.  The County “is obligated to convey [the World View building] to World View
after World View has made all its payments.” DSOF EX. 24 at 3-4, Resp. to Interog. 4.

17.  The County elicited testimony from Taxpayers’ expert that “[w]hen the seller
holds the note, that basically means the seller [the County] has lent the money to the purchaser
[World View] and the purchaser is paying the seller back over time”). Sept. 19, 2019,
Deposition of James Bradley, attached as Ex. 7 at 62:22-63:14.

18.  The Purchase Option within the Lease Agreement, which allows World View to
buy the building for $10 at the end of the lease, obligates the County to convey the building to
World View. DSOF Ex. 3 § 6.3 & Ex. C.



19.  World View’s rental payments are, in the County’s words, “designed to ensure
that Pima County [will] get back its investment in the construction of the World View
Building.” DSOF Ex. 24 at 11, Resp. to Interog. 14.

20.  County Administrator Huckelberry stated: “[ W]e need to review the various
financing mechanisms that could be made available to finance this project and enter into a
lease/purchase agreement with World View over a 20-year period where we would recover our
capital outlay with interest.” PSOF EX. 5 at 1.

21.  The County further admits that it “did not do a formal appraisal of market lease
rates prior to execution of the World View Agreement.” DSOF EX. 24 at 12, Resp. to Interog.
15.

22.  During lease negotiations with World View, the County explained that it “is taking
a big risk for the first ten years of the lease,” that the “lease payments for the first five years will
be about half of the County’s expected debt service on” the $15 million, that for “the next five
years, there’s still an annual deficit,” and that during the next five years “the lease payments at
least cover the annual debt service, but the County is still in the hole until virtually the end of the
20 year term.” Jan. 11, 2016, Email chain between R. Nassen and D. Crawford attached as Ex.
8.

23.  World View is not obligated to hire anyone from Pima County. DSOF Ex. 24 at
15, RFA 1.

24.  Taxpayers’ expert witness concluded that the fair market value of the World View
building at the end of the lease (the “future value” of the “reversionary interest” in the property)
is $16,800,000. DSOF Ex. 15 at 4.

25.  The County’s expert witness estimated that value to be $14,000,000. DSOF Ex. 19
at 22:3-17; 26:1-12.

26.  In 17 years, World View can purchase a 142,000-square-foot building with at least

30 years of remaining life on a 12-acre parcel of land for $10. PSOF Ex. 1 at 83:13-21.
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27.  Taxpayers’ expert concluded the present value of the reversionary interest to be
$3,000,000. DSOF Ex. 17 at JSB02306; PSOF Ex. 7 at 35:1-15.

28.  The County’s expert estimated that value to be $2,500,000. DSOF Ex. 19 at
24:10-25:7.

29.  The Lease and Operating Agreements state that the launch pad was required as
part of the transaction. DSOF Ex. 3 8§ 1.3., 1.4, and 1.7; DSOF Ex. 4 § 1.4.

30.  But for the agreements, the County would not have built the launch pad to World
View’s specifications. PSOF Ex. 4 at 2 (statement from World View CEO Jane Poynter: “The
World View Headquarters, as specified during the proposal discussions and negotiation, will
require a 700ft Launch Pad to be constructed in conjunction with the new building and to be
operational no later than the time of moving into the new building.”).

31.  The amounts the County spent to build the launch pad and to acquire the land are
$2,179,369 and $256,000, respectively. DSOF Ex. 6 at 3; DMSJ at 4.

32.  Taxpayers’ expert estimated the market value of the improved land to be $1.75 per
square foot, which yields a value of $1,235,689 for the 16-acre parcel on which the launch pad is
located. DSOF Ex. 15 at 49, 79. The County’s expert estimated the market value of the land to
be $1.95 per square foot, yielding a value of $1,376,911 for 16 acres. DSOF Ex. 12 at 44-45.

33.  Under the Operating Agreement, World View has promised to maintain and
operate the launch pad at its own expense. DSOF Ex. 4 § 4.

34.  World View has reported that it may spend $12,800 annually to maintain the pad,
an amount that is potentially offset by $3,685—the amount World View proposes to charge—
each day that World View allows another company to use the pad. World View’s Proposed
Basis for Fee Calculation attached as Ex. 9.

35.  To date, only one other company has used the pad, and it did so for a photo shoot.
DSOF Ex. 24 at 4, Resp. to Interog. 6.

36.  Pursuant to the agreement, the launch pad “may only be used by World View, and
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by others with World View’s oversight, for launching of high-altitude balloons and associated
payloads.” DSOF Ex. 4 § 4.1.

37.  Additionally, “World View may charge other users a fee” and “may, in its
commercially reasonable discretion, prohibit users who do not meet [World View’s] criteria.”
ld. 8§ 4.1-4.2.

38.  The County admits that it did not intend to construct any launch pad before it
entered into its arrangement with World View and that it would have never built the launch pad
if World View had not required it. DSOF Ex. 24 at 16, RFA 4 & 5.

39.  The County and World View agreed to make the launch pad “publically available”
(as described in section 1.4 of both agreements) so that the County could get a grant from the
Arizona Department of Revenue (“ADOT”) to reimburse itself for the cost of the launch pad. Id.
at 15, RFA 2.

40.  The County never received this grant because, among other reasons, “ADOT
representatives expressed concern that the Launch Pad was not sufficiently ‘public’ for purposes
of grant eligibility.” Id. at 7, Resp. to Interog. 11 (emphasis added).

41.  The launch pad is a “special use improvement” and “beneficial to one [user],”
World View, and not “to the community at large.” PSOF Ex. 1 at 76:24-77:23. It is a special use
improvement with “a use value to World View.” Id.

42.  The lease is below market for at least the first ten years of the agreement, as both
experts agreed and as shown by the difference between the actual lease rates and the market
lease rates. DSOF Ex. 19 at 31:24-32:1.

43.  The County’s expert concluded that the market value of the building is
$14,000,000, while the market value of World View’s payments is $11,725,000, a difference of
$2,275,000. DSOF Ex. 12 at i—ii; DSOF Ex. 19 at 29:2-18.

44.  Both experts agreed that the market value of what World View has promised to

provide (lease payments) is at most $11,725,000. DSOF Ex. 12 at i; DSOF Ex. 19 at 35:1-7;
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PSOF Ex. 7 at 36:4-39:21; PSOF Ex. 1 at 76:4-8.

45.  Both experts agreed that it would be inappropriate to use a discount rate any lower
than 6% or 7%. PSOF Ex. 7 at 39:22-42:14; Deposition of Thomas Baker attached as Ex. 11 at
38:6-12.

46.  The County constructed a launch pad adjacent to the World View building, thus
qualifying the facility for a GPLET exemption under A.R.S. 88 42-6201 to 42-6210 because it
will be “used for or in connection with aviation.” DSOF Ex. 3 § 6.4.1.

47.  The County has agreed “to cooperate with World View in pursuing any [legal]
defense of the GPLET exemption.” Id.

48.  World View’s founder and CEO expressed gratitude for the “economic
development deal” World View has with the state while noting that the “country was built on
public-private partnerships, dating back to the creation of our railroad network.” May 25, 2016,
Outline & letter from J. Poynter attached as Ex. 10 at 2, 3-4.

49.  Mr. Baker conceded during his deposition that the market supports a rent escalator
of 1.5% to 2%. PSOF Ex. 11 at 17:24-18:19.

50.  Mr. Bradley estimated the property taxes for the World View building would be
$191,782 in 2018 and $ 201,371 in 2019. DSOF Ex. 11 at 22.

DATED: November 13, 2019
Respectfully submitted,

[s/ Veronica Thorson
Timothy Sandefur (033670)

Veronica Thorson (030292)
Attorneys for Plaintiffs




E-FILED this 13th day of November 2019 with:

Pima County Clerk of the Superior Court
110 W. Congress St.
Tucson, AZ 85701

COPY E-SERVED this 13th day of November 2019 to:

Regina L. Nassen

Andrew Flagg

Pima County Attorney’s Office
32 North Stone Avenue, 21st Floor
Tucson, Arizona 85701
Regina.nassen@pcao.pima.gov
Andrew.Flagg@pcao.pima.gov
Attorneys for Defendants

/sl Kris Schlott
Kris Schlott
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Exhibit 1
Excerpts from June 17, 2019 Deposition of James Bradley
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Page 73

it should be leased for, would it be reasonable to take
into account a tenant that's already there?

A. Canyou ask that question again, please?

Q. Yes If you'retrying to figure out what an
unencumbered |lease rate -- you're trying to rent out this
property and you're trying to figure out what should it be
leased at. Soin acaselike this, for example, we don't
want to know the value of what World View is paying, we
want to know what they should have been paying based on
the market value of the property. Soin asituation like
that, would it make sense to evaluate -- to in fact
evaluate what the tenant is actually paying under the
lease?

MR. FLAGG: I'm going to object to form.

Go ahead.

THE WITNESS:. What you're dealing with is
you're dealing with two different interests. You're
dealing with leased fee and fee simple. | did leased fee.
That'swhat | -- | mean, feesmple. That'swhat | was
asked to do. He was asked to do leased fee -- fee simple
versus leased fee. He took into consideration the
existing leaserate. | don't know if you did alot of
market analysisfor leases. | didn't look at the report
that closely. Very often if I'm looking at aleased fee
interest, then | look at market rent and | find that my

© 00N O WNP
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Q. Earlier | believe you said that the numbers
would change if you had backdated it as Mr. Bradley --
Mr. Baker had; isthat correct?

A. | would have used different information, yes.
Q. Asfarasyou know, after examining all the
information and looking at Mr. Baker's report, do you
believe that the numbers -- the final numbers would change

significantly?

A. | would normally not do this because | don't do
appraisals without doing my research and analysis. If the
cost information that was provided to me was similar, the
only thing in my cost analysis that would have changed
differently would have been | would have not used some
appreciation factors | did when | analyzed the Marshall
Valuation information and the land value might have been
less because they could have used different information at
that time. So in terms of the cost approach, it would be
generally the same, but | can't tell you where it would
be. It would not be higher. That's the one thing I could
probably tell you.

In terms of the income approach, | don't know.
| can't make that analysis because | haven't looked at the
information developed. Same thing with the sales
comparison approach. | don't really know. | can't answer
that question in any detail.
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NNNNNNRERRRRR R B B
O RWNRPROOO®NO®UMWNLEO

Page 74

property is being leased above or below market, then it
takes -- | take that into consideration based upon the
risk associated with that kind of |ease agreement.

If it is abelow market lease rate, then | have
atendency to understand there's a good probability that
if this tenant would move out, | could find another tenant
at a below market interest lease rate and re -- refill
that property pretty quickly. If it's an above market
lease rate, what | normally do is estimate what market is,
provide a discount to that, and then the above market
lease rate is then discounted at a higher rate for the
perception in the marketplace that it is more risky than a
standard market rate. So he did what he needed to do
appropriately and | did what | did because of what I'd
been asked to do.

BY MS. THORSON:

Q. Okay. Soyou're essentially saying he was
asked to do something different than what you were asked
to do?

A. Absolutely.

Q. Okay. Now, Mr. Baker's report was dated at
a-- shortly after or right around the time that the World
View property was complete and your appraisal was done
more recently this year; isthat correct?

A. Yes.

© 00N O WNP
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Q. Okay. Looking at Mr. Baker's report, did you
feel that it was a-- considering what he was asked to do,
did you consider it to be a reasonable appraisal ?

A. | looked at what he did. | mean, him taking
the present value cal culation to come to the income
approach | think of about $11 million, | did run those
numbers again and it appeared to me that his analysis was
pretty consistent to how | would have looked at that.

In terms of the sales comparison and cost
approaches, | mean, | really don't see there was any major
differences. Of course, he only dealt with the building
property and didn't include the launch pad property.

Q. Okay. We were aso talking about special use
improvements earlier.

Do you remember that conversation?

A. Yes

Q. Sol believe you said that the launch pad has
no value because it's a specia use improvement that
simply isn't marketable to anyone else. Isthat --

A. Inthenormal market situation, it's also
called special use or limited use. There are so few
people in that marketplace that it's essentially worthless
or hard to determine any contributory value.

Q. Now, considering that the launch pad was built
for this particular tenant in mind, would you say that the

Kathy Fink & Associates
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Rodgersv. James Bradley
Huckelberry June 17, 2019
Page 77 Page 79

1 launch pad, therefore, has value to this tenant? 1 overtime

2 A. Yes Thatwould beaspecial use. 2 Q. Isabuildto suit generally more expensive

3 Q. Sojust becauseit doesn't have value on the 3 than just ageneral building that you're leasing out to a

4 market doesn't mean that it has no value? 4 general tenant?

5 A. IthasausevaluetoWorld View. Thatisnot | 5 A. A buildto suitistypically more than a-- on

6 market value. 6 aper square foot basis than a spec building, yes,

7 Q. Andwould you say that that isdifferent froma | 7 speculative building, something that was being built to be

8 valuethat aroad or asewer hasto any particular person? | 8 leased.

9 A. Thereis--inmy career, I'veanadyzedsome | 9 Q. Butthat wasn't taken into considerationin
10 very interesting properties, including the Tucson 10 your appraisal again because you were not evaluating it in
11 Community Center's convention center. | did that for the |11 that manner, instead you were doing the fee ssmple
12 city of Tucson, Rio Nuevo. And | looked at that aspart |12 interest?

13 of aninfrastructureimprovement. For acommunity the |13 A. | wasjust doing fee simple of the property as
14 size of Tucson, it made sense to have that improvement, |14 it was build to suit, therefore, | took into consideration
15 specia limited use, no market, nobody's going to buy it, |15 the higher amount of office space, the crane-way, the
16 but | believed it was an infrastructure part of the 16 other improvements that were made which | felt had
17 community needed. 17 marketability, yes.
18 When you're dealing with specia use 18 Q. Marketability to general --
19 improvements like alaunch pad, | don't believe 19  A. Tosome other tenant.
20 necessarily that that is beneficial to the community at |20 Q. Okay. So then your appraisal did reflect a
21 large. | think it's beneficial to one and possibly in |21 little bit higher of alease rate because this was a build
22 thisinstance, based upon the information provided, |22 to suit?
23 partially to somebody €lse in the marketplace. 23 A. Wadl, because of the finishes, the quality,
24 Q. Anddidyou not consider thelaunch pad as |24 100 percent air conditioned, the larger office. Yeah, |
25 valuable for purposes of your appraisal because youwere |25 mean, it's-- it'sall taking -- all of the different

Page 78 Page 80

1 doing afee simpleinterest? 1 factors are taken into consideration, yes.

2 A. Correct. 2 Q. Okay. Would you say that --

3 Q. Andif you had been asked instead to do an 3 Well, let me skip that.

4 appraisal that was directed toward the specific tenant, | 4 | want to go back to Exhibit 6 that we were

5 would you then have included avauefor thelaunchpad | 5 looking at earlier, and also Exhibit 5.

6 itself? 6 A. Okay.

7 A. lIt'saninteresting question. | haven't 7 Q. Andif youlook at the last page of Exhibit 5,

8 thought that out yet. My -- my answer to that would be | 8 there'sthe columns of numbers reflecting the costs of the

9 ves, | will probably look at that improvement as a 9 World View building. And | believe you said you were not
10 specific benefit for that tenant that should have been |10 given thisinformation. Isthat correct?

11 takeninto consideration in the leaserate; however, |11 A. |don'trecal it.

12 though, there would be no reversionary, no other valueto |12 Q. Andthen for Exhibit 6, that was -- Exhibit 6
13 it to another tenant, period. 13 istheinformation you were given; isthat correct?
14 So yeah, there might be some use value. | 14  A. | Dbelieveso, yes. That wasincluded as an
15 can'ttell you what it would be, if it would bethewhole |15 exhibit in my report.

16 2.1 millionthat it cost to build or somethingless. | |16 Q. Okay. Andif you compare the numbers on
17 haven't analyzed that. 17 three-- on, I'm sorry, page three of Exhibit 5 with the
18 Q. Okay. Isthislaunch pad something like a 18 numbersin Exhibit 6, and | can give you afew minutes to
19 build to suit-type of arrangement? Isit comparable? |19 do that, are they very different?

20 A. Yeah. Itwashbuilt to suit for World View, |20  A. They're $43,000 apart.

21 yes. 21 Q. Andinwhich column areyou --

22 Q. AndistheWorld View facility abuild to suit |22 A. The--theinformation | included in my report
23 typeof transaction? 23 is$43,224 higher. Yeah, $43,224 difference.

24 A. ltisabuildto suit transaction, but that 24 Q. Okay. Do you think that it would have made a
25 part of thefacility is adaptable to other use and users |25  significant differenceif you had used the numbers

Kathy Fink & Associates
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Page 81

provided in Exhibit 5?

A. It wouldn't have made any real difference, no.

Q. Okay. Why isthat?

A. Wadll, because | took the -- | took the
development costs | was provided and cross-checked them
with Marshall Valuation Service, and then | reconciled in
between the two numbers, so it would have been a nominal
effect. | probably still would have reconciled to the
$14.5 million number.

Q. Okay. And]I think earlier we weretalking
about whether it's reasonabl e to make forecasts for 10
years, 15 years, 20 years, and | believe you said it's
difficult to do so. Isthat accurate?

A. Yeah. | mean, interms of typical appraisal
work, doing a forecast as to the value of -- reversionary
value of aproperty 20 years from now becomes very
difficult because | can't prove it except in 20 years, and
so you use generally accepted appraisal principlesto do
that, at which point in time very often the marketplace
will say at the end of it what's your assumed market rent,
what is an assumed cap rate at that time to come up with a
value minus expenses. It comesto areversionary number
discounted back, and then you can do some sensitivity
analysis asto that of the future.

The other way you can do it istaking an
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valuable?

A. It wouldn't impact the fee simple value at all
because we're not dealing with an encumbered property at
that time. In the leased fee interest, it would have the
ability in the marketplace to -- to depressthe asis
value. Interms of a20-year lease, areversionary value
will contribute some to a current cap rate of current
income; however, it's discounted so much that it's pretty
marginal, but thereis a positive influence.

Q. Attheend of a20-year lease asin this
situation, if there were areversionary interest, does
that mean that the building still has some value?

A. Thebuilding as| analyzed it in my report has
a-- has -- will be contributing value for 50 years.
That'sisits calculator estimated age -- | mean, economic
age or life, economic life. At the end of 20 years, it
will either be 20 years or plus or minusits effective
age. So there would be 30 years remaining on the economic
life of the building, so at that time, it should have
value and should contain alot of the value of the
property as of today.

Q. Okay. Sothenif there were areversionary
interest, that means that the owner could then take the
building and get more value out of it through a different
lease or perhaps by selling it?
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existing value and saying it's worth X amount and throwing
it 20 yearsin the future and saying if the property's not
maintained, it's not probably going to change alot of
value, therefore, that's the reversionary value. | mean,
there's different waysto do it.

Q. Okay. Speaking of the reversionary value, we
were talking about it in terms of the purchase option.

Do you remember that?

A. Yes.

Q. Okay. And| believe you said that the purchase
option has no market value to the owner and to a general
tenant. Isthat correct?

A. No. It hasno vaue to the owner of the
property in aleased situation. The ownership has
transferred the reversionary rights essentialy to the
tenant in this instance considering the encumbered nature
of World View. They have basically transferred the
reversionary rightsto World View at that point.

Q. AndI know you weren't asked to determine a
value for the purchase option, but does the purchase
option have avalue to the tenant?

A. The purchase option has a value to the tenant,
yes.

Q. Andyou can't say what that is, but would that
generally make the lease or the fee simple interest more
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A. Yes

Q. And do you think that would be more than $10,
the value?

A. 1 would-- | would say yes, it will be more
than $10 that the property should be worth after 20 years.

Q. Okay. And then earlier we were also talking
about that 25 percent number that you used across the
board for the -- | believe it was six comparable
properties.

A. Seven.

Q. Seven.

And Mr. Flagg asked why it isthat -- he asked
you a question about why you had chosen the 25 percent and
whether you could have changed it, something to that
effect, | can't remember exactly, but you said you
couldn't answer his question.

A. | couldn't answer. | mean, | basically -- most
of the time, when you're making adjustments, it's
subjective. Andinthiscase, it madeit very difficult
for me because some of them had zero, some of them didn't.
But the effect is, is our -- the office build-out in our
property was so much better than everything else that I'm
aware of that | just said categorically it should be
adjusted upward. Could | have made it different --
different amounts per each of the different sales, | could

Kathy Fink & Associates

(21) Pages 81 - 84
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Exhibit 2
October 26, 2015 World View Press Release



) WORLD VIEW®

FOR IMMEDIATE RELEASE

MAJOR WORLD VIEW TEST FLIGHT READIES THE COMPANY TO
BEGIN FULL SCALE FLIGHT TESTING FOR HUMAN PRIVATE
SPACEFLIGHTS

Successful Completion of Flight Enables Next Stage of Full Scale Test Flights

Click to tweef: Major milestone for @WorldViewVoyage. Critical tech is proven and on track to carry you to #space.
hitp://bit. lv/WorldviewMilestone TestFlight

Page, AZ = Oct. 26, 2015 - World View, the commercial spacefiight company, has successfully completed & major
milestone test flight this past weekend, keeping the company on track to meet its 2017 goal for private filghts with
passengers 1o the edge of epace. This test flight carried a scaled down, replica spacecraft to a final altitude of 100,475
feet (30624 meters), successfully marking the transition from sub-scale testing to a historical next stage of development —

full scale testing.
Download Photos Here: bit. ly/MilestoneTestFlightPhotos
Watch the Video Here: bit.ly/MilestoneTestFiightVideo

This sub-scale test flight demonstrated foundational technologles necessary for regular, operationa! flight, and proves that
commercial flight to the edge of space via high-altitude balloon wili setve as a viable and major form of transport in the
emaerging private space travel industry. The flight launched from Page, Arizona, one of the locations from where World

View plans to fly Voyagers to the edge of space.

World View's Chief Executive Officer and Co-Founder Jane Poynter attributes the success o the incredible team of
engineers at World View, many of whom were part of the StratEx Space Dive program that carried former Google
Executive Alap Eustace fo 136,000 feet beneath a high-altitude bailoon in October 2014. *Our team is compriged of some
of the best aerospace engineers in the world and they’ve achieved some major technological advancements in the last
few months. Those efforts have resulted in new and innovative technologies that will, without a doubt, make private travel
to the edge of space routine in the years to come. This test fiight is symbolic of & major step towards a new era of

accessible space travel for us all.”

Before advancing to full-scale system testing, World View needsd to combine two critical achievements from past
milestone flights; high-altitude parafoil flight and full flight operations with a sub-scale payload. After months of innovation,
design and component testing, this flight successfully achieved all objectives.

High-aliitude ballooning technology has been around for decades, but developing a human-rated flight system to allow for
a fiawless launch, gentle ride and pinpoint landing required World View to innovate on existing technology. In particular,
this test flight focused on demonstrating three key flight features:

*  Gentle Liftoff~ The balloon that will carry the World View spacecraft expands to around the size of a football
stadium (or ~14 million cubic feet) when fully inflated so the method of routinaly launching the Voyager flight
system is a key enabling technology. The launch method for this successful test was the same as is planned fos
the World View Voyager flight system, and largely the same hardware that will be used for the upcoming full scale

fiights.
* Seamless Transition— The fransition from balloon float at the edge of space to aerodynamic flight requires that

the spacecraft detach from the high-attitude balloon and gracefully begin flying to the landing site. Making this
transition smooth in the vacuum of near space is a key enabler for flights with passengers. Together with its

partner United Parachute Technologjes (world leaders and pioneers of innovative aerodynamic descent
technology), World View has now developed and flight-tested protected intellectus) property that will enable these

improved transitions in the vacuum of near space, a critical milestone for routine human flight.
-more-
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» Smooth Descent- Thanks to the halp of its partner MMIST, the global leader jn precision aerial delivery, World
View's spacecraft will use a high-tech aerodynamic descent system that will altow the pilot and flight team to land
the spacecraft at a pre-determined landing strip. While the World View spacecraft will sail with the winds on
ascent, the fiight team and pilot will have fuil control on descent. This descent system was demonstrated and
proven successful during this test flight, meaning smooth and accurate descent trajectories for future World View

flights.
Chief Technology Officer and Co-Founder Taber MacCalium said, “While each individual system has been analyzed and
extensively tested in previous test flights, this significant milestone allowed us to test and prove all critical flight systems at
once.Now we're ready for the next major phase of development ~ fuli scale system testing.”

World Viewwill now prepare for a series of full scale test flights in the months to come. These tests will use a flight test
article with mass and aerodynamics equivalent to the World View Voyager spacacraft,

Commercal flights with Voyagers are scheduled to begin in 2017, when passengers will pay $75,000 each to travel to the

gdge g:f sg:gfy artlgi ev:ftr:‘fssﬁa swﬂ:e against the curvature of the Earth and the blacknesgs of space. The final capsule will
e comfo 8  effering Wi-Fi, a bar and a lavatory for Voyagers as they float along th edge ’

two hours at peak altitude of 100,000 feet. 9 the edge of space for one-to-

About World View
World View is pioneering a new era of discovery at the edge of space via high-altitude balloon, World View offers a gentle,

comfortable, and life-changing travel experience to the edge of space for private citizens; and affordable access to a
range of near-space commercialization opportunities for researchers, private companles and government agencies.
Available today for commercial flights for payloads only, and currently taking reservations for flights with passengers and
private tours, World View is creating unprecedented access to the near-space environmaent. Watch the World View

experience here. For more information, visit hitp://www.worldviewexpetience.com. Follow us on-Facebook and Twitter for
real-time updates,

it

r More In on
Katelyn Mixar/Natalie Mounier
Kirvin Doak Communications
702-737-3100

kmixer@kirvindoak.com /nmounier@kirvindoak.com
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Exhibit 3
Jan. 9 - 10, 2016 Emails between John Moffatt and Charles Huckelberry



Chuck Huckelberl_'z

From: John Moffatt

Sent: Sunday, January 10, 2016 8:59 PM
To: Chuck Huckelberry

Cc: Patrick Cavanaugh

Subject: RE: top-level questions

| have restructured the cost spreadsheet to reflect splitting out the Launch Pad from the Building. This provides a basis
to identify the cost of the launch pad as an incremental project above the cost of the building and should clarify the
impact of the changes we made. I'm sorry this seems so complicated. There are still some numbers coming in, but they
are easily covered by any contingency amounts.

The Worldview request for a lower rent due to any cost underruns is easily offset by pointing out that the incorporation
of the Launch Pad and the land for that Pad in the deal clearly takes the total costs over the $15M base you used for the
calculation of the rental rate. | created one spreadsheet from the other so they should balance but for some reason the
Launch Pad sheet is a couple hundred thousand dollars less than the original consolidated version.

| have inserted some suggested on their questions below in GREEN for your consideration.

John tﬂ@_" W/

From: John Moffatt s
Sent: Saturday, January 9, 2016 8:31 PM a e
To: Chuck Huckelberry <Chuck.Huckelberry@pima.gov> or m . M
Cc: 'Patrick Cavanaugh' <patrick.cavanaughl@pima.gov> M f} Cﬂ M
Subject: FW: top-level questions . 4} )4

,(/‘7‘a = 47 z
See inserts in red. They have asked for and gotten a private meeting with tHe Governor when heeemes for the State of
the State address on Tuesday. They plan to reiterate the theory that the Launch Pad Dollars was simply moving money
from one pocket to the other. | told them that based on the conversation with ADOT on Friday, we got NO assurance of
any faster availability of funding. That we were invited to get to the end of the line with the possibility that if some
money was unused in an earlier year SOME might be available early, but that we should not count on /éoone%
years. b

o7 o ﬂdmv e et
1<
7 ”7 /5
From: Jane Poynter [mailto:iane@worldviewexperience.com]
Sent: Saturday, January 9, 2016 5:26 PM

To: John Moffatt <John.Moffatt@pima.gov> ; E ,‘ r/ 1.0
Cc: Maricela Solis <maricela@worldviewexperience.com>; Tony Di Bona <Tony@wor dvne penence m>

Subject: top-level questions /(—
-+ ¥/

John, thanks so much for the lease and the operating agreement, and for talklr(g about the topics below. Here are a few
top-level economic comments/questions that we should finalize soon in order to make the deadlin

years. The building enables our hire this number of people. | thought this was reasonalle. We should agree to
this Yy XIS
2. 6.1 We would like to change the way the rent is stated. Instead of making it a squase foot @0st, let’s make it a
per month total amount. That allows us to slightly increase or decrease the total square footage of the building
1

1. 4.1.1 We would like to make the 100 FTE requirement start at the end of the first year and through the next fou‘r/
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(e.g. we change the size of the mezzanine) within the $14.5M. Told her the 200X600 footprint was fixed. She
was focused on maybe a little more space on the mezzanine. | told her the $/ft was much easier to justify as
below market rate. Also pointed out that the table in the Board Memo does not go positive until after year 15,
so we are negative for a long time so did not see this happening. The table in the Board Memo is clear on renia
and is the basic premise of your offer letter. We should leave it as is. Given how close we are to $15M in the
cost model, any additional square footage would be more at risk for us.

3. 6.1The current calculus of $5/foot etc. is based on $15M not $14.5. the rent amount should be reduced to
reflect that (3.3%). Same answer as above. Also pointed out that we are STILL putting in the land for the 450’
launch pad so that value really needs to be a part of the total cost of the project. Same as above, Given how /
close we are to $15M in the cost model, any additional square footage would be more at risk for us. When we
add the land and cost to construct the Launch Pad, there is roughly $650,000 available for FF&E.

4. 6.1 We would like to add language that the rent will be changed to meet the total cost pro rata whether it goes
up or down. Deferred on this one, but reiterated comments and others from the previous two questions. She is
the hard nosed one. | do not feel we need to change the rate. Based on cost model, there is no reason to do ;/
this

5. 8.2 we would like to increase the amount from $100k to $250K for notification. Did not commit on this. Her
thought was that on this size building, $100 is still not a large modification. Also pointed out it was our building
and $100,000 is still a substantial change. Feel we should point out it is STILL our building for 20 years and this i
a normal requirement in most leases. Will send this to Mike Hammond to get his opinion.

6. Please send us your most recent budget for the building so we can review it ahead of signing off on this. Told her
it is still a $15M package when you add in the land for the launch pad. | will meet with Carter Monday to go over
his sheet, not mine. This all ties back to her wanting to tie the rent to the total cost. No reason to not share the
budget but Carter’s worksheet is more definitive. The development of this building is the County’s
responsibility. We have agreed to share decision making on major changes, but we need to separate the rent
from the detail line item costs. : '

7. We also need an estimate of taxes that we will need to pay (like rent tax and any other applicable taxes not
included in the $14.5M). Patrick should have this. | told her that we could not confirm the GPLET tax rate as that
was up to the City. She was focused on the Fees. Again, told her the Southland Impact Fee would be calculated
by the City once the detail design was done — same for other fees. Also told her the City<ould not defer the /
Impact Fee. Those Fees will show up in the budget. Will Pass along Patrick’s answer on the GPLET rate.

8. Jane wanted regular construction reports. Told her that we did monthly CIP reports, but reiterated what Mike
Hammond said - they are renting a building at a specific rate that they felt to be advantageous to them. With a
commercial lease, they would not have ANY visibility or control over the costs. See next item. Will refer this to/
Mike too.

9. Jane also wanted control over budgetary changes and the cost of those changes. She was not at the kickoff
meeting but Brian Barker said that we were all working closely together to solve problems and there was a very
reasonable contingency amount to work with. | reminded her that WorldView was going to be at these design
discussions, just like Carter Volle will be there, to collaboratively decide on the cost/value of certain requests. I/
think we reiterate that she will have a representative in the meetings from day one and that is their seat at the
table where we collaboratively make these decisions. it is our job to build the building once the design specs are

developed. -

| think taking away the dependency of the rent on the total cost will address many of these items.

Finally, Taber sent me an email needing to get a name for the SpacePort as it will bring high visibility across the
World! “SpacePort Tucson” was one discussion item. | told him we would get back to him. He said it is our facility
so he did not want to presumptuously give it a name. | zrr OK with SpacePort Tucson as it focuses news stories and
potential tourism or. Tucson which was their thought.

Thanks so much, John.
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Exhibit 4
Dec. 23, 2015 Letter from Jayne Poynter to Chuck Huckelberry



}) WORLD VIEW

December 23, 2015

Chuck Huckelberry

Pima County Administrator

130 W. Congress Street 10" floor
Tucson, AZ 85701

Dear Chuck,

It is with gratitude, excitement and appreciation that I write to announce and inform you that
after an exhaustive and competitive site selection process between Arizona, New Mexico and
Florida, World View Enterprises, Inc has elected to call Arizona home and make it the world
headquarters for the company. We therefore accept your Project Curvature Offer dated October
23,2015 given the conditions in this letter derived from our work with the Pima County, Arizona
Commerce Authority, Sun Corridor and the municipalities.

In light of on-going discussions and final contract documentation with the Arizona Commerce
Authority, Pima County, the City of Tucson, the City of Page Arizona, Coconino County and the
Sun Corridor, I am providing this letter to you as a contract point of reference to memorialize
and ensure that both World View and all stakeholders have clear understanding of the terms,
conditions and contract requirements.

Assumptions, Terms & Conditions for Project Curvature Contract Acceptance

Pima County Proposal:

World View accepts the Pima County proposal with the follow assumptions, contract terms and
conditions. The company will move into a new building under lease contract with Pima County
to be located at the Pima County Aerospace, Defense and Technology Business and Research
Park by approximately November 2016. All launch pad expenditures including land and
required improvements, grading, sealing etc. for the 700-foot diameter pad, appropriately spaced
from the World View facility, will not be the responsibility of World View and will therefore not
be included in the Pima County $15M building financing package. We agree that Swaim
Associates will be the architect and Barker Morrissey the builder. Additionally, we agree to enter
into a lease that meet the specified details State of Arizona as described below. World View
understands that the operational date for the new facility is as of the effective date of the Arizona
Commerce Authority contract thereby qualifying for the tax credit program for 2016 and beyond.

1840 E. Valencia Rd. Bldg 8 STE 123, Tucson, AZ 85706 e 520-745-4445 e www.WorldViewExperience.com
Page |1
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Further, World View expects that the Pima County Building Lease Contract will fully qualify for
the Arizona Qualified Facility Refundable Tax Credit Program. World View will become
qualified upon the effective date of the contract.

City of Tucson:

World View accepts the City of Tucson proposal including that that the City of Tucson will work
with Pima County and private contractors to provide all required water infrastructure

development.

Arizona Commerce Authority Proposal:

World View accepts the Arizona Commerce Authority proposal dated December 9th 2015 with
the following assumptions, contract terms and conditions.

A. Launch Pad

The World View Headquarters, as specified during the proposal discussions and negotiation, will
require a 700ft Launch Pad to be constructed in conjunction with the new building and to be
operational no later than the time of moving into the new building.

It us our understanding that the Arizona Commerce Authority will assure that a Launch Pad
construction project is funded in a timely manner in accordance with the overall building
schedule to be completed in approximately November of 2016. All Launch Pad costs will be
funded separately from the Pima County financing proposal for building construction.

While Pima County may be the owner of the Launch Pad, the Arizona Commerce Authority will
assure that the launch pad is constructed and paid for. The launch pad is to be a facility for the
general use of the Aerospace and Defense community and a business attraction for southern
Arizona. As part of World View’s building lease, World View will provide for the safe
operation of the facility by entities wishing to use it for a variety of compatible purposes on an
as-available and operationally safe basis.

B. Arizona Competes Fund

World View understands that the Arizona Commerce Authority will provide milestone payments
that include CapEx. World View understand that the operational date for the new facility is as of
the effective date of the contract there by qualifying for the Arizona Competes Fund for 2016
and beyond. World View expects that the Pima County Building Lease Contract will fully
qualify for the Arizona Competes Fund.

Sun Corridor, Ine¢.:
Upon signature and acceptance of the proposed contracts by all parties, Sun Corridor will remain

actively engaged so as to ensure contract support and compliance as necessary.

1840 E. Valencia Rd. Bldg 8 STE 123, Tucson, AZ 85706 e 520-745-4445 ¢« www.WorldViewExperience.com
Page |2
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Contract Implementation, Schedule, Timing & Compliance:

World View anticipates being operational and 'fully moved in' to the new corporate headquarters
in approximately November 2016. All jurisdictions will assure their terms and conditions are
aligned to ensure that World View customer contracts and requirements are fully met.

The World View Point of Contact for Contract Implementation will be Maricela Solis and can be
reached directly at 520-850-5967 or maricela@worldviewexperience.com.

Finally, our team at World View is grateful to the Pima County, all stakeholders and supporters
for helping the company decide to stay in Tucson. We look forward to working with you and
our community to make southern and northern Arizona a prosperous globally recognized center
for the rapidly growing commercial space industry.

To Your Stratospheric Success,

Jane Poynter
Chief Executive Officer

1840 E. Valencia Rd. Bldg 8 STE 123, Tucson, AZ 85706 = 520-745-4445 ¢ www.WorldViewExperience.com
Page |3
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Exhibit 5
Nov. 2, 2015 Memorandum from C.H. Huckelberry to Tom Burke



MEMORANDUM

Date: November 2, 2015

To:  Tom Burke, Director From: C.H. Huckelberry
Deputy County Administrator County Administé%'

for Administration

Re:  Selection of Swaim and Associates for Possible Architectural Planning and Design
Services Associated with World View

Attached is a copy of a press release and an October 23, 2015 letter | transmitted to
World View. World View is considering locations for their new manufacturing facilities,
and Pima County is a finalist, along with several locations in Florida. It will be difficult to
compete with Florida due to federal funding of repurposing missions associated with the
shuttle. Nearly $40 million has been appropriated to Florida from the federal government
for their Space Florida Initiative.

World View is currently located in Pima County, and they are transitioning from a research
and prototype facility to a full production facility. World View would employ as many as
500 individuals at an approximate 135,000 square foot manufacturing facility.

In our initial meetings with World View, it is clear they had no structure regarding design
and cost parameters for a new manufacturing facility. | suggested they work with Swaim
and Associates Architects and Barker Morrissey Contracting to get a better idea of actual
costs and cost components of their new manufacturing facility. They have now asked for
a proposal to build such a facility at the Aerospace, Defense and Technology Research and
Business Park; hence, my October 23 letter. World View is now refining the proposal to
reduce the overall cost.

The purpose of this memorandum is two-fold. First, to inquire of you and the Procurement
Director the most appropriate method to employ World View’s project architect, Swaim
and Associates, to complete the necessary design, planning, programming and
construction drawings for a new facility if they choose Pima County to locate their
headquarters.

Second, we need to review the various financing mechanisms that could be made available
to finance this project and enter into a lease/purchase agreement with World View over a
20-year period where we would recover our capital outlay with interest. There are likely a
number of financing mechanisms, including Certificates of Participation (COPs). However,
it is likely because of their use, the COPs issue would be taxable.
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Mr. Tom Burke
Re: Selection of Swaim and Associates for Possible Architectural Planning and Design

Services Associated with World View
November 2, 2015
Page 2

Please review the financing mechanisms available to the County and ask the Procurement
Director to make recommendations regarding a possible contract with Swaim and
Associates for World View architectural services.

CHH/anc

Attachments

c: Dr. John Moffatt, Strategic Planning Director
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Exhibit 6
Oct. 23, 2015 Letter from C.H. Huckelbery to Jayne Poynter



COUNTY ADMINISTRATOR'S OFFICE

PIMA COUNTY GOVERNMENTAL CENTER
130 W. CONGRESS, FLOOR 10, TUCSON, AZ 85701-1317
(520) 724-8661  FAX (520) 724-8171

C.H. HUCKELBERRY
County Administrator

October 23, 2015

Jane Poynter, CEO

World View Enterprises Inc.
4605 S. Palo Verde, Suite 605
Tucson, Arizona 85714

Re:  World View Lease/Purchase Proposal

Dear Ms. Poynter:

I understand World View desires to locate a manufacturing office/launch site for their
business operations related to development of sub-orbital space flight using high altitude

balloon technology.

The location for this proposed facility is in the County Aerospace, Defense and Technology
Business and Research Park. The approximate:location is shown in Exhibit 1 and includes
approximately 28 acres of property off the newly constructed Aerospace Parkway.

A new building consisting of approximately 135,000 square feet js proposed for a
manufacturing facility, which will contain a 25,000 square foot Mmezzanine and 10,000
square feet of open architecture office space. It is assumed the cost to purchase the
property, build the facility, connect to all necessary utilities and provide minimal building
fixtures, furniture and equipment will be approximately $15 million.

Pima County proposes that World View lease/purchase such a facilty from the County in
accordance with the rent schedule and payments outlined below. The schedule assumes
occupancy of the building in 2017 and the term of the lease/purchase agreement to be 20
years, with rent graduating from the initial 5-year period at $5 per Square foot to $12 per
square foot at the end of the 20-year lease in 2037. The tabe below shows the

incremental lease rates for the 20-year period.
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Ms. Jane Poynter
Re: World View Lease/Purchase Proposal

October 23, 2015
Page 2

Incremental Lease Rates, 20-year Period.

Lease Increment Rate Per Square Foot
Years 1 through 5 $ 5.00
Years 6 through 10 8.00
Years 11 through 15 10.00
Years 16 through 20 12.00

The County would construct and finance the facility and lease it to World View in
accordance the above rent schedule. In consideration of providing the facility to World
View on a lease/purchase basis, the County would require the following employment and
average income obligations over the term of the lease:

¢ Upon opening of the facility, employ at least 100 employees with an average

annual salary of $50,000;
» at the beginning of the 5th year, employ 200 employees at an average salary

of $50,000;
at the beginning of the 10™ year, employ 300 employees with an average

annual salary of $65,000; and
at the beginning of the 15™ year, employ 400 employees at an average annual

salary of $60,000.

The attached Exhibits 2 and 3 are an architect’s concept rendering and a conceptual site
plan for the proposed facility.

I look forward to discussing this proposal with you at our meeting on Qctober 27, 2015.

Sincerely,

C.H. Huckelberry
County Administrator

CHH/anc
Attachments

The Honorable Ramon Valadez, District 2 Supervisor, Pima County Board of

Supervisors
Dr. John Moffatt, Director, Pima County Office of Strategic Planning

Patrick Cavanaugh, Business Services Coordinator, Pima County Economic
Development and Tourism

c:
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Page 1

SUPERIOR COURT OF THE STATE OF ARIZONA

IN AND FOR THE COUNTY OF PIMA

RICHARD RODGERS, et al.,
Plaintiffs,
NO. C20161761

V.

CHARLES H. HUCKELBERRY, et al.,

—_— — — — — ~— ~— ~— ~—

Defendants.

DEPOSITION OF JAMES S. BRADLEY

Tucson, Arizona
September 19, 2019
8:55 a.m.

COLLEEN KELLY, RPR
CR #50386 (AZ)
KATHY FINK & ASSOCIATES, INC.
2819 East 22nd Street
Tucson, AZ 85713
Phone: (520)624-8644 Fax: (520)624-93306
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Page 35
Q. Okay. And in doing that calculation of the

present value of that reversionary interest, did you come
to any new conclusions or did it --

A. Well, the analysis that I did probably on the
discounted cash flow method, just in short order here,
indicated a similar value to what I did using the overall
cap rate in the report, and the sales comparison and the
cost approach, those all sort of came together, and this
provided a similar indication. So it was generally in
line with the methodology and the scope of the analysis
all the way around.

The reversionary value based upon the cash
flows of the market rent through the end of the current
lease, based upon my analysis, was about 3 million
dollars of that reversionary value and present value.

Q. Okay. Now, we know that -- or I would -- do
you agree that Mr. Baker, when he performed his leased

fee analysis, he did not include a reversionary interest?

A. He did not.
Q. And as far as you know, why not?
A. Because, it's my understanding, it's been a

while since I read all of the encumbering documents, at
the end of the lease, the 20-year lease, Pima County
would essentially sell the property to the tenant for

$10. So when you're doing -- there would be essentially
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no reversion at that point. So that's Mr. Baker's -- or
Mr. Baker's report was appropriate in not including a
reversion at that time.

Q. So do you think that the number that he came up
with for the leased fee interest was appropriate?

A. I can't say that because I haven't gone through
and provided a full review of that. I mean, it could
actually be high, because, if I remember correctly, he
used the same going-in overall rate he used in his
capitalization method of seven percent, he used that also
in his cash flow analysis. And they may -- that may not
be appropriate, given the methodology typically includes
a factoring for going-out terminal rate and some other
stuff. So I don't know if it's true or not.

Q. Do you agree generally that the leased fee
interest is less than the market value calculations that

both you and Mr. Baker determined?

A, Yes,

Q. And why is that?

A. Because, number one, there's two different
factors in my analysis. The one factor is that the

rental rate is weighted to the end of the lease term, so
initially the lease rate is below market, whether it's my
rate or the rate that was included in the other appraisal

report, and they made up for that over the period of the
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lease, so that only in like year 16 or 17 have they
actually gotten to the point where the rental rate is
where it should have been in total, but when you use a
present value factor on those cash flows, it means that
the whole thing has been affected by that.

Then the other part is, of course, that
there is no reversion. Those are the two components that
make that value that he developed for the leased fee
interest lower than market.

Q. Okay. And in using the -- in calculating the
leased fee interest as well, using that discount factor
of 7 percent means that the value of that interest will
be lower if you use a -- I guess my question is, if you
use a lower discount rate, then the value of the property
will be higher?

A, Correct.

Q. If you use a higher discount rate, the value of
the property will be lower?

A. Very often in a discounted cash flow analysis,
you take your initial terminal -- your initial going-in
cap rate and increase it over time to reflect any
increases in rental rates or uncertainty in the market.
So when I'm doing a seven percent cap in a capitalization
approach today, I've taken in all the factors and

everything else. When I'm doing a discounted cash flow,
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I normally have increased it, which is what I did in my
analysis when I'm dealing with the reversionary value.
There is some more uncertainty over the longer time in
the cash flow. It's just how the market works.

So very often that seven percent rate could
be higher, and that would have a negative influence or a
downward influence on the leased fee interest
calculation, as contained within the original Baker
report.

Q. So you, if you were to review Mr. Baker's
leased fee analysis, you might use a higher discount
rate?

A. Well, I have a tendency to be a little bit more
conservative because of the uniqueness of this property,
in terms of its design and location and that kind of
stuff, and that's just even reflected in the difference
between his report that included a seven percent overall
cap rate going in and mine at an eight percent cap. I
was higher because I was also higher on the rent, which
is little bit more risky. So those are things that
balance out. If you use a lower rental rate and a lower
cap rate, the value of the whole property is going to be
similar, which he mentions, to what I did.

I mean, overall the leased fee interest is

lower, but the fee simple between our reports is
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reasonably comparable. And that reflects his lower rent
rate, his lower cap rate, and my higher rent rate, my
higher cap rate. You know, it's our opinions, is what
this amounts to, and our reflection of what we think the
market is.

Q. But you're saying essentially they balance out,
because even though you use the higher rent rate, you

also use the higher cap rate?

A. Correct.
Q. And that's why your values seem to be similar?
A. Correct. I have gone to places where two

appraisers come from different approaches and end up at
the same end result. And essentially that's what we've
done here, I believe, in general. There's always nuances
and differences a little bit, but, I mean, I don't
disagree necessarily with what he did in terms of his fee
simple analysis. I don't know, because I really haven't
reviewed his leased fee, but I know from a fee simple
basis, it really hasn't made a lot of difference between
a value of 2016 or a value in 2019 fee simple, really
didn't make much difference.

Q. Okay. Now, back to this seven percent discount
rate that Mr. Baker used for the leased fee interest, you
may have gone higher, maybe, maybe not, maybe you would

have used the seven percent, but would you go lower than
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that, would you use a six percent or a five percent --

A. Not on this property.
Q. -- or a four percent?
A. Not on this property and not with the location,

the location in Tucson, the location in a very rural
undeveloped area of the Tucson market. I mean, I talked
to a couple brokers that said -- they said World View,
and he goes, oh, my God, that location's terrible for
typical people.

I mean, that's what I talk to the market
about. And so I have a tendency to be a little bit more
conservative on that, which is what the cap rate is. And
if I was doing a discounted cash flow of the whole thing,
which I did yesterday, I used a discount rate, which is
equal to the going-in capitalization rate, plus the rate
of change for the rental rates, to equate to a discount
rate of 10 and a half percent. That's the normal
standard relationship when you're looking at a long-term
lease.

Q. Before, after -- well, before I ask my next
question, did you want to share the calculations that you
did?

A. Well, I can share them. I did a valuation of
the present value of the whole income stream based upon

my analysis in the original report and then I did the
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present value of the reversion. So I can share —--

MR. FLAGG: Can we mark that?

THE WITNESS: You can mark that.

MS. THORSON: Yes. I'm sorry I don't have
copies. I haven't seen that.

MR. FLAGG: Would it be okay if I took a
break and I went and make copies?

(Recess taken from 9:50 a.m. to 9:53 a.m.)
(Exhibit Number 3 marked.)
Q. (By Ms. Thorson) Back on the record.

The next question I was going to ask, and I
suspect we will come back to this sheet, but before I
forget, we were talking about the discount rate was the
appropriate discount rate to use, and what is the lowest
discount rate that you would use to value the income

stream from the World View lease?

A. Fee simple or leased fee?
Q. Leased fee.
A. I have a real difficult time. I haven't done

that research. But in terms of quality of tenancy, Word
View is essentially a new entity that had no real credit,
it had no real basis from a larger market, how they would
analyze it. It's not like it's a Monsanto or a Proctor &
Gamble, whose got a lease on this kind of a property. So

I really couldn't say for sure. I haven't done that
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work.

Q. Okay. But Mr. Baker did use seven percent?

A. I believe he did, if I remember correctly.

Q. I have his appraisal if you wanted to look at
it.

A. I'll just go with I think that's what he used.

Q. Okay. And seven percent, though, is
reasonable?

A. It may or may not be. I didn't look at it that

way. I mean, if you look at my information, I would have

probably used an eight percent discount rate.

Q. But again you wouldn't go lower than seven
percent?

A. No, I would not.

Q. For your present value calculation that you did

for the reversionary interest of the World View lease --
A. No, this is not the World View lease. I didn't

do that in this thing. This is market.

Q. The property. That's right.
A. The property, not the lease.
Q. Sorry about that.

This is the present value of the
reversionary interest of the World View facility?
A. Correct.

Q. In today's dollars?
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Q. Okay. And that's been a source of my confusion
for a while now.
A. That's fine. I mean, I am not perfect. I can

work with these things.

Q. Well, I think --
A. Everyone's confused on a lot of this deal.
Q. Well, and I'm far from perfect myself, and I

would just like to take a shot at.

A. And if necessary, I will change it --

Q. Okay.

A. -- based upon reviewing all of the information
again.

Q. And if there are material changes, then maybe

we will be back here.
A. I will let you know.
Q. But I appreciate that.
So again then, I'm just doing math here,
which is always dangerous for me, but if we're talking,

if the end date is 2036, that would be 17 years from now;

right?
A. Correct.
Q. I asked you earlier if you had ever seen a

situation in which the property sold and the seller holds
the note, and you said yes?

A. Yes.
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Q. What did it mean to you to have the seller hold

the note?

A. If the seller holds the note, it depends upon
the terms of the lease -- I mean, the terms of the sale,
it can have a positive influence or negative influence
upon a cash equivalency of that property, of that sale
transaction.

Q. I'm asking an even more basic question than
that.

When -- and I'll just ask it in a leading
way. When the seller holds the note, that basically
means the seller has lent the money to the purchaser and
the purchaser is paying the seller back over time; right?

A, Correct.

MR. FLAGG: Okay. That's it. We're done.

(The deposition concluded at 10:23 a.m.)
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Exhibit 9
Proposed Bases for Fee Calculation of Spaceport Usage Fees



DRAFT Proposed basis for fee calculation of Spaceport Usegae fees

Spaceport Tucson incured maintenance and upkeep costs Spaceport
ltem No. Description and frequency Cost sub totals Item No.
1 Insurance premium (annual) $4,000 $4,000 1
Landscaping and brush
2 removal each mth S500 $6,000 2
Perimiter inspection each mth
3 (2x$100/hr) $200 $2,400 3
4 Upkeep and repair $2,000 4
5 Sweeping of pad each quarter $600 $2,400 TOTAL 5

[ 3123800

pimacounty008856



Tucson Usage Fees (minimum per day)

Description

Maintenance costs (pro rata)
Supervising Personnel (at least 2 *
10hrs/day)

Utilities (Reasonable Power, sewage,
waste disposal)

Pad cleaning fee per use

Application Fee (covers responding to
inquries, adminstration and coordination
of application)

Daily charge
$35.07
$2,000

$50

$600

$1,000

$3,685|TOTAL

pimacounty008857



Exhibit 10
Outline & Final Letter from Jayne Poynter to Mr. Crown



Marilee Weston

From: Andrew Antonio <andrew@worldview.space>
Sent: Wednesday, May 25, 2016 8:36 PM

To: Mark B. Evans (Communications)

Subject: Fwd: CEO response to grossly misstated LTE
Attachments: Jane Poynter WSJ Letter (003).docx; ATT00001.htm

FYI... Below is the email and final letter Jane sent to the WSJ.
- Andrew

Begin forwarded message:

From: Jane Poynter <jane@worldview.space>

Date: May 25, 2016 at 7:42:27 PM MST

To: Andrew Antonio <andrew@worldview.space>
Subject: FW: CEO response to grossly misstated LTE

Jane Poynter
520.271.8686

From: Jane Poynter

Sent: Wednesday, May 25, 2016 7:41 PM

To: 'edit.features@wsj.com’' <edit.features@wsj.com>; 'wsj.ltrs@wsj.com' <wsj.ltrs@wsj.com>; 'wsjcontact@wsj.com'
<wsjcontact@wsj.com>

Subject: CEO response to grossly misstated LTE

To whom it may concern,

I'm the founder and CEO of World View, a commercial spaceflight company which found itself at the center of a LTE on the
homepage of your "opinion" section today online. The piece was titled "When Taxpayers Carry All the Risk." I've written a
letter to the author of that opinion piece (below and attached) and would appreciate the opportunity to publicly respond. It
was unfortunate that our company was grossly mischaracterized in the opinion piece, which this piece hopes to rectify.

Thanks in advance for your consideration.

Respectfully submitted,
-Jane Poynter

Dear Mr. Crown,

| am thrilled to hear you might fly on a World View Voyage someday! We're pioneering a new era of access to space and
we depend on our early adopters to help us make the vision of private space travel a reality. So thank you for your help!
Our spaceflight experience will be one of the most accessible, affordable, and life-changing travel experiences. (By the
way, the luxury experience market is one of the fastest growing markets in the world.) We’ll offer private citizens like
you an indescribably beautiful and perspective-shifting view that could have a profoundly positive impact on your life,
using our safe and reliable technology platform. Once on board our comfortable capsule, our Chief Pilot, Astronaut Ron

! pimacounty008490



Garan, will surely regale you with heart stirring stories of his time on the International Space Station as he gazed upon
our home planet in the blackness of space.

As thrilling as it is, private space travel is only one small part of what we do.

We are also one of the world’s leading commercial high-altitude flight providers. We routinely fly scientific and
commercial payloads from Arizona to near-space for organizations like NASA. We’ve been doing that for years, dating
back to our record-breaking StratEx Space Dive. Our World View team led a program to carry Google Executive Alan
Eustace 136,000 feet above Earth to develop a system that would allow more routine exploration of the stratosphere.
StratEx equipment will soon be on permanent display at the Smithsonian’s Air and Space Museum. Technologies
developed for Alan’s human-tended flight program are now performing the simpler task of taking un-crewed scientific
payloads to near space.

What’s even more exciting is the technology platform we just introduced last month, and that attracted investment
from Norwest Venture Partners and Canaan Partners, two of the most trusted venture firms in Silicon Valley. Our team
has developed a way to give the space industry something it has sought for decades— high-altitude persistent flight over
specific areas of interest for long periods of time. We call them Stratollites. Think of them as geo-stationary satellites
that operate in the stratosphere via high-altitude balloon. Stratollites open the door on a range of applications that were
previously either impossible or prohibitively expensive.

For example, our Stratollites could help aid disaster recovery or first response by rapidly delivering critical
communications systems in anticipation of or immediately following natural disasters. Or they can fly directly into
weather systems over remote parts of the world to capture real-time in-situ data for research and forecasting. Or maybe
they’ll help deliver Internet service to citizens of developing nations. The possibilities are endless. But one thing we
know for sure is that we’re at the forefront of a burgeoning stratospheric economy, and Stratollite technology is poised
to change the world in ways we haven’t even imagined yet.

As for the economic development deal we have with the State of Arizona, I'd like to say that we’re grateful to have
support from leaders all across our state, including the Governor. We received and reviewed competitive economic
incentive packages from several states across the nation, and ultimately chose Arizona’s package. This country was built
on public-private partnerships, dating back to the creation of our railroad network, with countless success stories along
the way. We're thrilled to call Arizona home, where we are building a whole new industry while extending the United
States’ long and storied history of technological leadership.

Sincerely,
-Jane Poynter
CEO, World View

P.S. Seriously... Call me and we’ll get your spaceflight reservation squared away ASAP!

Jane Poynter

CEO, World View
520.271.8686
www.WorldView.Space

Follow us on Facebook & Twitter
Note: My email address has changed. Please update it to Jane@WorldView.Space

pimacounty008491
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Dear Mr. Crown,

I am thrilled to hear you might fly on a World View Voyage someday! We're
pioneering a new era of access to space and we depend on our early adopters to
help us make the vision of private space travel a reality. So thank you for your help!
Our spaceflight experience will be one of the most accessible, affordable, and life-
changing travel experiences. (By the way, the luxury experience market is one of the
fastest growing markets in the world.) We'll offer private citizens like you an
indescribably beautiful and perspective-shifting view that could have a profoundly
positive impact on your life, using our safe and reliable technology platform. Once
on board our comfortable capsule, our Chief Pilot, Astronaut Ron Garan, will surely
regale you with heart stirring stories of his time on the International Space Station
as he gazed upon our home planet in the blackness of space.

As thrilling as it is, private space travel is only one small part of what we do.

We are also one of the world’s leading commercial high-altitude flight providers. We
routinely fly scientific and commercial payloads from Arizona to near-space for
organizations like NASA. We've been doing that for years, dating back to our record-
breaking StratEx Space Dive. Our World View team led a program to carry Google
Executive Alan Eustace 136,000 feet above Earth to develop a system that would
allow more routine exploration of the stratosphere. StratEx equipment will soon be
on permanent display at the Smithsonian’s Air and Space Museum. Technologies
developed for Alan’s human-tended flight program are now performing the simpler
task of taking un-crewed scientific payloads to near space.

What's even more exciting is the technology platform we just introduced last month,
and that attracted investment from Norwest Venture Partners and Canaan Partners,
two of the most trusted venture firms in Silicon Valley. Our team has developed a
way to give the space industry something it has sought for decades- high-altitude
persistent flight over specific areas of interest for long periods of time. We call them
Stratollites. Think of them as geo-stationary satellites that operate in the
stratosphere via high-altitude balloon. Stratollites open the door on a range of
applications that were previously either impossible or prohibitively expensive.

For example, our Stratollites could help aid disaster recovery or first response by
rapidly delivering critical communications systems in anticipation of or immediately
following natural disasters. Or they can fly directly into weather systems over
remote parts of the world to capture real-time in-situ data for research and
forecasting. Or maybe they’ll help deliver Internet service to citizens of developing
nations. The possibilities are endless. But one thing we know for sure is that we're at
the forefront of a burgeoning stratospheric economy, and Stratollite technology is
poised to change the world in ways we haven’t even imagined yet.

As for the economic development deal we have with the State of Arizona, I'd like to
say -that we're grateful to have support from leaders all across our state, including

pimacounty008492
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the Governor. We received and reviewed competitive economic incentive packages
from several states across the nation, and ultimately chose Arizona’s package. This
country was built on public-private partnerships, dating back to the creation of our
railroad network, with countless success stories along the way. We're thrilled to call
Arizona home, where we are building a whole new industry while extending the
United States’ long and storied history of technological leadership.

Sincerely,

-Jane Poynter
CEO, World View

P.S. Seriously... Call me and we’'ll get your spaceflight reservation squared away
ASAP!

pimacounty008493
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Exhibit 11
Excerpt from Sept. 20, 2019 Deposition of Thomas Baker



In The Matter Of:
Rodgersv.
Huckelberry

Thomas Baker
September 20, 2019

Kathy Fink & Associates
2819 E 22nd &
Tucson, AZ 85713
520/624/8644

KATHY FINK
&ASSOCIATES

ASS0OCIATES | Certbied Court Reporters

Original File 092019 Baker.txt




Rodgersv.
Huckelberry

Thomas Baker
September 20, 2019

Page 17

building wer e extensively -- it could have an agethat's
older but have been extensively remodeled to modernize
the building, in which case it would have modern features
and bein much newer condition, and then it may lease
somewhat more similar to a newer building.

Q. Okay. Mr. Bradley believesthat the building
has a 50-year life.

Do you agree with that?

A. Yes

Q. Andso at the end of 20 years, that building
till can generate income; isthat correct?

A. Yes

Q. You'rejust saying that the rental rate for
that building would probably be lower?

A. I'mjust sayingit's speculative to say that
therental ratewill continueto go up at two and a half
per cent, because of thereal estate market, thereare
fluctuationsin thereal estate market, and because the
building would be 20 yearsold at that point in time, and
depending on the maintenance of the building and the
functional utility of it that at that time, it's
difficult to project out what that future rent would be,
iswhat I'm saying.

Q. Sothen areyou saying that the market does not
support arent escalator?
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tell you, based upon my discussions with market
participants, if you look at my actual leases, that |
havein looking at leasesin the marketplace, as| said,
they generally range between two and two and a half
percent annual increases, that'swhat's being donein the
Tucson market, and longer term is not generally --
there' sone lease, the Chamberlain lease, which Mr.
Bradley used, and | also used, that was a 15-year lease
and had two percent annual increases. So, asl said, the
longer theterm, the morelikely it's going to be not
exceeding two percent annual increases.

Q. Butyoudidn't look at that PWC survey that
Mr. Bradley referred to?

A. No.

Q. Andwhy not?

A. Becausel'drather -- that's based upon
national surveys. | look at the Tucson market asa much
better indicator.

Q. Sothat survey doesn't cover regional, a
regional area?

A. It coversnational and regional, but, once
again, I'm looking at the Tucson market.

Q. Okay. Doesa20-year lease ever include arent
escalator just to keep up with inflation?

A. Yes.
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A. |'m not saying it does not support a market --
arent escalator, what I'm sayingis| believe, if | were
doing it and looking at projecting it out, | would not
use mor e than a two percent increase, | would probably
use between a one and a half and two per cent, given
20-year terms. | mean, leases ar e often done at two and
a half percent, they're done at anywher e between two and
two and a half percent in the current market, and -- but
generally those terms of those leases are not morethan
10years. Soif you'retalking about extending out 20
yearsinto the future, then it'slikely that somebody is
going to want, at the lower end, maximum at the lower end
of two per cent increases that we seein the current
market, and potentially even a little bit less than that
of what they would proj ect what their rates would
increase over that longer term.

Q. Soyou're saying that the rent escalator should
be one and a half to two percent tops?

A. Yes

Q. Mr. Bradley refersto the PWC survey on page
two of his Addendum.

Do you recall that?

A. Yes

Q. Doesthat survey support his rent escalator?

A. | haven't looked at that survey. | can only

© 00N O WNP
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Q. And doesthat fal into that one and a half to
two percent range?

A. Yes.

Q. Now going to page 5 of your report. The second
paragraph reads, "Mr. Bradley hasincorrectly calculated
his period onerenta rate (page 2 of Mr. Bradley's
addendum letter".

And can you explain what was the incorrect
calculation?

MS. THORSON: Oh, | haven't introduced that.
Sorry. The next exhibit.

(Exhibit Number 4 marked.)

A. Soif youlook at that little chart on the
bottom of the page.

Q. (By Ms. Thorson) Yes.

A. Hegivesa 2019 rent of $1,331,460.

Q. Uh-huh.

A. Hisestimate of market rent for the year,
because he's doing his appraisal dated, the date of his
appraisal was 2019, | don't remember the exact date, but
I think, April something, maybe it was June something.
He gives a market rent conclusion of $1,191,011. Sol
don't know wher e the 1,331,000 comes from, because he's
stated previously that it's 1,191,000. So thesefigures
start out at a high number and, therefore, would not be

Kathy Fink & Associates

(5) Pages 17 - 20
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Rodgersv. Thomas Baker
Huckelberry September 20, 2019
Page 37 Page 39
1 yieldrate, or discount rate." 1 capitalization rates and discount rates, that they felt
2 Isthat correct? 2 that it would beasimilar ratethat you would utilize.
3 A. Yes 3 Q. Now, taking al that into consideration, the
4 Q. Okay. And sothe market datathat youusedto | 4 appropriate discount rate you feel the seven percent, and
5 deriveyour discount rateisin the following paragraph; | 5 then the value of the lease payments, you concluded that
6 isthat correct? 6 theleased feeinterest is $11,725,000; correct?
7 A. Yes 7 A. Yes
8 Q. Followingtwo bullet points, | should say? 8 Q. Now, if we compare that to pages 47 through 52
9 A. Yes 9 of your appraisal, where you also use the income
10 Q. Andthenitsays, "According to RealtyRates, |10 approach, the number that you yield is different;
11 the Fourth Quarter 2016 discount rate range for climate |11  correct?
12 controlled/manufacturing new development rangesfrom5.80 |12  A. Yes.
13 percent to 14.46 percent, with the average being 10.42 |13 Q. And you explained why before, | think, but just
14 percent." 14 to, you know, understand this, I'm going to go ahead and
15 Isthat correct? 15 ask these questionsthat | have here. | think |
16 A. Yes. 16 understand it, but, you know, I'm sorry if this gets
17 Q. Okay. Soregarding the 5.80 percent, why would |17  repetitive.
18 thediscount rate not be lower than that? 18 So on page 47, you discuss the income
19 A. Why would it not belower than 5.8 percent? |19 approach for the fee simple analysis. It says, "The
20 Q. Yeah 20 income approach analyzes a property's capacity to
21 A. Becausethemarket would not reflect anything |21  generate future benefitsin order to provide a conclusion
22 lower than that. 22 of property values. These future benefitsinclude the
23 Q. Andwhy wouldn't it be higher than 14.46 23 income generated by the property during ownership and the
24 percent? 24 reversion amount at the end of ownership. Inthis
25 A. Because according tothese surveys, that'sthe |25 approach, the capitalization of the property's net
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1 highest ratethat they'refinding in the marketplace. | 1 operating income indicates the present value of the
2 Q. Andtheaverageis10.42 percent. Isthat 2 property. Like the sales comparison and cost approaches,
3 becausethisisanational rate? 3 thisapproach is based on market-derived data."
4 A. Yes it'sanational --it'sa publication of 4 Correct?
5 national surveys. 5 A. Yes
6 Q. Okay. Sothenbelow youexplainthatbasedon | 6 Q. And then the next paragraph describes the
7 thelocal data, that market par -- quote, "market 7 different steps of the approach; correct?
8 participantsindicate that an appropriate capitalization | 8 A. Yes
9 rate would bein the high six percent to low seven 9 Q. Andthisisthe approach that both you and
10 percent range, with asimilar discount range.” 10 Mr. Bradley used for the fee simple analysisincome
11 Isthat correct? 11 approach?
12 A. Yes 12 A. That'scorrect, yes.
13 Q. Andyousay, "Whilediscount ratesmay be |13 Q. And here, looking at the numbers for your
14 higher than capitalization rates, they indicate that the |14 income approach, you use the seven percent capitalization
15 rateswould be similar for the subject duetothelease |15 rate here; isthat correct?
16 terms. 16 A. Yes
17 Isthat correct? 17 Q. Andthat'sthe same rate that you used for the
18 A. Yes 18 leased feeinterest income approach; correct?
19 Q. Andcanyoupleaseexplanwhatyoumeanby |19 A. For thediscount rate, yes.
20 "duetotheleaseterms'? 20 Q. Sobeing ashow the value of the income
21 A. Wdl,justintermsof the--intalkingtothe |21 approach using this method is 14 million, how would a
22 brokersand explaining here'sthe circumstances of the |22 market participant ensure that they get that 14 million
23 lease, it goesout 20 years, here'stherental rates, in |23 dollarsin arent stream?
24 general, and discussing it, they indicate that they feel |24 ~A. Wall, if you'reasking if there'sno
25 that both in termsof my talking to them in general about |25 reversion -- areyou asking if there'snoreversion?
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